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The  Debate  on  Government  Health  Insurance: 
A  Case  History  in  the  Legislative  Process 

Peter  A.  Corning  began  preparing  The  Evolution  of  Medi- 
care while  directing  a  research  project  on  the  early  history 
of  social  security  for  the  Oral  History  Research  Office  at 
Columbia  University.  The  monograph  was  later  completed 
under  a  contract  with  the  Social  Security  Administration. 
Although  the  author's  opinions  are  not  necessarily  those  of 
SSA,  his  account  is  a  valuable  record  of  how  one  of  our  most 
far-reaching  laws  was  conceived  and  enacted. 


IN  July  1935,  1  month  before  the  signing  of  the  Social  Security- 
Act,  the  first  Government  health  insurance  bill  in  U.S.  history  was 
introduced  in  Congress.  The  legislation,  which  provided  for  com- 
pulsory protection  on  the  State  level  for  virtually  all  American 
wage-earners,  was  drafted  by  social  insurance  pamphleteer  Abra- 
Kani  Epstein  and  sponsored  by  Senator  Arthur  Capper  of  Kansas. 
It  attracted  little  notice,  however,  due  to  the  fact  that  none  of  the 
key  legislators  was  behind  it  and,  even  more  important,  because 
it  lacked  the  backing  of  the  administration. 

Franklin  Roosevelt's  reason  for  withholding  Presidential 
approval  of  health  insurance  proposals  was  tactical  rather  than 
ideological.  He  recognized  that  there  was  a  legitimate  need  for  such 
protection,  and  his  cabinet  Committee  on  Economic  Security  had 
recommended  including  it  in  the  social  security  bill.  But  the 
militant  opposition  of  the  American  Medical  Association  and 
other  interest  groups  convinced  him  that  the  presence  of  a  health 
insurance  provision  might  jeopardize  acceptance  of  the  rest  of  the 
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package.  With  his  advisors  divided  over  the  proposal,  he  decided 
against  pressing  for  it. 

Failure  to  bring  the  issue  to  a  vote  in  1935  was  not  the  first 
major  setback  for  the  advocates  of  Government  health  insurance, 
nor  was  it  to  be  the  last.  Some  20  years  earlier,  during  the  high- 
tide  of  the  progressive  era,  prospects  for  such  legislation  had 
appeared  rather  promising — only  to  worsen  in  the  aftermath  of 
World  War  I.  Thirty  more  years  were  to  pass  before  success 
ultimately  would  be  achieved  in  the  form  of  Medicare. 

Four  factors  help  explain  the  50-year  delay  between  idea  and 
law:  (1)  The  prevailing  American  attitudes  toward  social  welfare 
measures,  (2)  problems  implicit  in  the  Federal-State  govern- 
mental structure,  (3)  the  sheer  complexity  of  our  legislative 
process  and  its  vulnerability  to  opposition,  and  (4)  the  vehement 
opposition  of  major  interests. 

The  American  social  climate  was  far  different  from  that  which 
impelled  Germany  to  pioneer  social  security  protection  in  the  late 
19th  and  early  20th  centuries.  In  Imperial  Germany  a  traditional 
paternalism  was  reinforced  by  political  motives:  Although  Bis- 
marck had  a  genuine  concern  for  the  welfare  of  the  workers,  in 
introducing  health  insurance  and  income-maintenance  programs 
he  was  also  trying  to  blunt  the  appeal  of  the  Social  Democrats 
and  to  reinforce  allegiance  to  the  Kaiser. 

By  contrast,  the  United  States  in  the  early  1900's  experienced 
no  great  pressure  for  social  legislation  from  either  a  radical 
political  party  or  a  militant  labor  movement.  Instead,  a  strong 
belief  that  individuals  should  plan  ahead  for  their  own  security 
during  periods  of  sickness,  disablement,  and  old  age  persisted 
well  into  the  first  third  of  this  century.  It  took  a  "hard  push  from 
below" — provided  by  the  Great  Depression — before  major  social 
welfare  programs  could  be  implemented  on  the  Federal  level. 

Furthermore,  during  pre-New  Deal  days,  Congress,  the  Supreme 
Court,  and  leading  consitutional  lawyers  generally  interpreted  the 
Constitution  as  giving  the  principal  social  welfare  responsibility 
to  the  States.  But  State  governments  proved  to  be  extremely 
reluctant  to  undertake  costly  social  welfare  measures  on  anything 
less  than  a  nationwide  basis  for  fear  of  imposing  economic  burdens 
on  locally  based  industries  that  would  put  them  at  a  competitive 
disadvantage  in  the  national  market.  The  result  was  a  major 
political  paradox — a  built-in  block  against  social  welfare  legisla- 
tion by  the  States.  As  a  practical  matter,  the  Federal  Government 
was  the  only  instrument  by  which  many  social  welfare  programs 
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could  be  achieved  in  this  country. 

Although  a  change  in  the  public  attitude  toward  social  insurance 
and  a  shift  from  State  to  Federal  responsibility  for  implementa- 
tion were  both  prerequisites  for  enactment  of  a  system  of  national 
health  insurance,  the  main  obstacle  was  the  complex  system  of 
checks  and  balances  built  into  the  Federal  legislative  process. 

In  the  United  States  political  power  is  widely  diffused  through- 
out the  community — through  several  layers  of  government,  numer- 
ous interest  groups,  political  party  organizations,  and  the  news 
media.  Organized  interests  not  only  have  the  right  to  make 
representations  to  the  legislatures  on  political  issues,  but  may  try 
in  a  variety  of  ways — including  public  relations  campaigns — to 
influence  the  voters  and  through  them  their  elected  representa- 
tives. Because  many  private  groups  are  relatively  powerful,  an 
important  element  in  the  success  of  any  legislative  campaign  is  to 
ensure  the  support,  or  at  least  the  acquiescence,  of  those  organiza- 
tions most  likely  to  be  directly  affected  by  the  proposed  legislation. 
In  the  case  of  Government  health  insurance,  however,  the  issue 
created  a  profound  cleavage,  with  some  of  the  most  important 
interest  groups  becoming  adamantly  opposed.  This  led  to  a 
dramatic  polarization  of  opinion  that  persisted  throughout  nearly 
a  half -century  of  national  debate  on  the  issue. 

ROUND  ONE 

At  the  beginning  of  the  20th  century,  Great  Britain  was  at  the 
height  of  her  power.  As  the  hub  of  a  great  world  empire,  she  was 
much  admired  and  emulated  in  the  United  States.  Consequently, 
acceptance  by  the  British  of  social  insurance,  coming  as  it  did  in 
the  midst  of  a  wave  of  reform  in  this  country  known  as  the  pro- 
gressive movement,  had  an  extraordinary  effect  upon  some  Ameri- 
can politicial  and  intellectual  leaders.  A  movement  to  enact  social 
insurance  (starting  with  health  insurance)  on  a  State-by-State 
basis  began  in  the  United  States  soon  after  the  passage  of  the 
British  National  Health  Insurance  program  in  1911. 

There  is  disagreement  as  to  the  actual  birthdate.  Some  histor- 
ians single  out  a  1911  speech  given  by  Louis  D.  Brandeis,  later  a 
Supreme  Court  justice,  as  the  benchmark.  Others  point  either  to 
the  establishment  in  1912  of  a  Social-Insurance  Committee  by 
the  American  Association  for  Labor  Legislation,  to  the  First 
American  Conference  on  Social  Insurance  (under  AALL  sponsor- 
ship) in  1913,  or  to  the  very  forward-looking  plan  advanced  by 
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the  Progressive  Party,  which  pledged  itself  in  its  1912  electoral 
platform  to  the  "protection  of  home  life  against  the  hazards  of 
sickness,  irregular  employment,  and  old  age,  through  adoption 
of  a  system  of  social  insurance  adapted  to  American  use."  What- 
ever the  birthdate,  the  debate  did  not  begin  in  earnest  until  1915. 

To  transform  an  idea  into  legislation  requires  organized  leader- 
ship, which  can  come  either  from  key  legislators,  elected  officials, 
prominent  private  citizens,  interest  groups  in  the  community,  or 
sometimes  a  combination  of  two  or  more  of  the  four.  In  the  case 
of  Government  health  insurance,  the  movement  in  the  early  1900's 
was  spearheaded  by  the  American  Association  for  Labor  Legisla- 
tion, a  private  reform  organization  founded  in  1906  by  a  group  of 
economists  at  the  University  of  Wisconsin.  The  AALL  represented 
no  specific  interest  group  or  rank-and-file  constituency,  but  was  an 
informal  coalition  of  about  3,000  reform-minded  physicians, 
lawyers,  businessmen,  professors,  labor  leaders,  politicians,  and 
social  workers. 

The  first  major  legislative  campaign  of  the  AALL  was  in  behalf 
of  State  workmen's  compensation  laws.  To  the  delight  of  the 
association's  leaders  there  was  considerable  enthusiam  and  rela- 
tively little  opposition  to  the  idea,  and  the  drive  was  eminently 
successful.  By  1915,  30  States  had  passed  such  laws. 

Buoyed  by  this  success,  the  AALL  turned  next  to  the  problem 
of  enacting  Government  health  insurance  on  the  State  level.  After 
3  years  of  studying  proposed  solutions,  AALL's  Social-Insurance 
Committee  produced  a  "standard"  health  insurance  bill,  drafted 
into  legislative  language  for  the  consideration  of  various  State 
lawmakers.  This  "model  bill,"  calling  for  the  protection  of  all 
low-income  workers  and  providing  for  cash  compensation  and 
broad  hospital  and  medical  benefits  to  both  workers  and  their 
dependents,  then  became  the  focal  point  of  the  ensuing  public 
debate. 

The  AALL's  next  task  was  to  enlist  political  support  for  the 
proposal,  and  this  proved  to  be  a  three-pronged  effort.  One  prong 
was  directed  at  persuading  governors  and  key  lawmakers  to 
sponsor  and  work  for  the  proposal,  another  at  winning  pledges  of 
support  from  major  private  interest  groups,  and  the  third  at 
reaching  the  general  public,  the  voters. 

During  the  first  2  years  of  the  campaign,  these  lobbying  efforts 
seemed  to  be  bearing  fruit.  By  1917  sponsors  had  been  found  to 
introduce  the  standard  bill  in  12  State  legislatures,  eight  of  which 
also  appointed  study  commissions.  Furthermore,  the  leaders  of 
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several  important  interest  groups — notably  the  American  Medical 
Association,  the  National  Association  of  Manufacturers,  and  the 
American  Hospital  Association — seemed  open-minded,  if  not 
favorably  disposed,  and  agreed  to  study  the  proposal.  America's 
entry  into  World  War  I  produced  a  surge  of  idealism,  and  at  least 
one  major  wartime  measure,  the  War  Risk  Insurance  Act  (which 
established  a  comprehensive  system  of  benefits — including  health 
insurance — for  servicemen  and  their  dependents),  seemed  to 
augur  well  for  the  postwar  period  of  reconstruction. 

This  favorable  outlook,  howver,  proved  shortlived.  Between 
1918  and  1920  the  tide  was  reversed.  Several  State-appointed 
study  commissions  reported  unfavorably  on  the  issue,  and  in  New 
York  and  California  health  insurance  was  defeated  decisively  in 
key  tests.  In  1920  the  AMA  House  of  Delegates,  which  3  years 
earlier  had  passed  a  resolution  stating  principles  to  be  followed 
in  Government  health  insurance  plans,  reversed  its  position, 
declaring  itself  opposed  to  such  coverage.  Union  leaders  began 
seeing  in  the  proposal  a  threat  to  the  prerogatives  and  influence 
of  the  labor  movement,  and  launched  a  vigorous  campaign  against 
it. 

Under  the  pressure  of  these  events,  the  AALL's  effort  collapsed 
without  a  single  State's  having  adopted  the  measure.  Stung  by 
this  rebuff,  the  association  turned  its  attention  to  unemployment 
insurance  and,  later,  to  old-age  insurance,  and  the  movement  for 
health  insurance  was  not  revived  until  the  late  1920's. 

The  failure  of  this  first  attempt  to  enact  Government  health 
insurance  can  be  attributed  to  many  interlocking  factors,  among 
which  were  the  mounting  opposition  of  medical  and  business 
groups,  and  changes  in  the  public  philosophy  and  the  political 
climate.  At  war's  end,  a  strong  reaction  set  in  against  President 
Woodrow  Wilson's  leadership.  The  Bolshevik  "threat,"  coupled 
with  inflation,  a  wave  of  violent  strikes,  and  some  highly  publi- 
cized political  agitation  by  radicals  created  a  panicky  climate 
in  which  proposals  for  social  innovation  took  on  "overtones  of 
revolution." 

From  the  standpoint  of  social  welfare,  the  1920's  became  a  "seed- 
time of  reform"  in  which  a  few  scattered  organizations  and  indi- 
viduals kept  the  reform  impulse  alive.  The  next  date  of  signifi- 
cance was  1927  when  the  Committee  on  the  Costs  of  Medical  Care 
was  established  by  several  foundations  to  conduct  the  Nation's 
first  comprehensive  study  of  medical  economics.   Among  other 
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things,  the  committee  endorsed  group  practice,  extension  of  public 
health  services,  and  the  expansion  of  voluntary — not  Government 
— health  insurance.  The  consensus  was  that  private  insurance 
should  be  given  a  fair  trial  because  it  would  be  philosophically- 
preferable  in  a  nation  that  prided  itself  on  freedom  and  individual 
enterprise. 

ROUND  TWO 

Between  the  time  the  CCMC  began  work  and  the  publication  of 
its  final  report,  in  October  1932,  the  Nation  was  plunged  into  the 
worst  economic  disaster  in  its  history — the  Great  Depression. 

As  the  crisis  deepened,  faith  in  individualism  and  the  business 
ethic  gave  way  increasingly  to  demands  for  Government  action  to 
provide  jobs,  direct  relief,  and  some  guarantee  of  future  security. 
Following  Franklin  Roosevelt's  election  to  the  Presidency,  a  spate 
of  stop-gap  measures  was  quickly  enacted,  including  the  creation 
of  the  Federal  Emergency  Relief  Administration,  which,  among 
other  things,  provided  medical  care  to  the  needy.  Eventually, 
more  permanent  reforms — such  as  those  embodied  in  the  Social 
Security  Act  of  1935 — were  undertaken.  These  represented  a 
significant  change  in  the  character  of  the  Government  and  in  the 
public  philosophy. 

In  order  to  plan  these  reforms,  the  President  established  a  Com- 
mittee on  Economic  Security  in  June  1934.  When  it  became  known 
that  the  committee  was  considering  health  insurance  among  other 
coverages,  protests  were  immediately  voiced  by  members  of  the 
medical  profession.  The  subsequent  creation  of  a  Medical  Advisory 
Committee  composed  of  the  leaders  of  three  medical  organizations 
and  several  other  prominent  physicians  assuaged  the  doctors'  fears 
temporarily.  Private  assurances  to  the  physicians  and  a  public 
"hint"  in  a  speech  to  the  effect  that  the  administration  would 
proceed  slowly  on  the  issue  restored  an  atmosphere  of  coopera- 
tion for  a  time,  but  the  furor  broke  out  anew  when  the  committee's 
final  report,  containing  a  statement  on  health  insurance,  was 
published. 

Following  an  "emergency"  session  of  the  AMA's  House  of 
Delegates,  the  doctors  stepped  up  their  protests,  which  were  felt 
acutely  in  Congress.  Ultimately,  the  "balance  of  pressures" 
militated  against  health  insurance  and  it  was  omitted  from  the 
final  draft  of  the  social  security  bill. 

The  physicians'  campaign  against  health  insurance  had  con- 
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trasted  strikingly  with  the  lack  of  strong  pressure  in  favor  of  it 
from  either  the  general  public  or  any  major  interest  group.  The 
experience  convinced  proponents  of  the  measure  that  an  educa- 
tional process  would  be  necessary  in  order  to  create  a  climate  of 
support. 

To  this  end,  health  insurance  advocates  during  the  remainder 
of  the  1930's  delivered  numerous  speeches,  wrote  books  and  articles 
supporting  the  measure,  and  established  several  organizations  to 
lobby  for  it.  In  1936  the  Government  completed  the  National 
Health  Survey,  the  first  large-scale  study  of  the  Nation's  health, 
and,  a  year  later,  set  up  a  Technical  Committee  on  Medical  Care. 
The  climax  of  the  climate-building  process  came  in  1938  when  a 
3-day  National  Health  Conference  was  held  in  Washington  to  dis- 
cuss the  health  needs  of  the  Nation.  At  this  meeting — attended 
by  editors,  civic  and  industrial  leaders,  and  representatives  of 
varied  interest  groups — sponsors  introduced  a  National  Health 
Program,  which  included  among  its  five  recommendations  a  plan 
for  grants  to  the  States  to  encourage  the  establishment  of  state- 
wide health  insurance  programs  financed  either  through  general 
revenues  or  through  social  security  taxes. 

The  National  Health  Program  was  transmitted  to  Congress  for 
study  in  mid-January  1939.  Shortly  thereafter,  Senator  Robert 
Wagner  of  New  York,  a  friend  of  the  President,  introduced  a  bill 
incorporating  the  program  and  the  AMA  retaliated  by  forming 
a  committee  to  fight  the  legislation.  Hearings  were  held  on  the 
bill  from  April  through  July,  when  it  died  in  committee. 

Plans  had  been  laid  to  report  out  an  amended  bill  in  the  next 
session.  But  after  World  War  II  began  in  September,  it  became 
increasingly  difficult  to  get  the  President's  attention  on  purely 
domestic  matters.  Without  a  Presidential  push,  and  in  a  climate 
of  war  mobilization,  the  bill  once  again  failed  to  be  reported  out 
of  committee. 

With  national  survival  at  stake,  health  issues  received  a  rela- 
tively low  priority  in  the  early  1940's,  but  they  were  not  entirely 
set  aside.  In  1942  Congress  authorized  an  Emergency  Maternity 
and  Infancy  Care  program  for  dependents  of  low-ranking  service- 
men and,  a  year  later,  the  first  Wagner-Murray-Dingell  bill,  pro- 
viding for  comprehensive  health  insurance  under  social  security, 
was  introduced.  Although  the  latter  failed  to  survive  committee 
hearings,  it  signaled  the  beginning  of  the  political  debate  that 
would  come  to  a  climax  in  the  postwar  years.  Supporting  it  were 
organized  labor,  the  National  Farmers  Union,  and  several  other 
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organizations;  aligned  against  it  were  the  AMA,  the  Insurance 
Economics  Society  of  America,  the  Pharmaceutical  Manufacturers' 
Association,  and  other  groups. 

During  the  election  campaign  of  1944,  President  Roosevelt,  who 
had  heretofore  withheld  an  open  endorsement  of  health  insurance, 
began  to  move  toward  a  declaration  of  support.  He  urged  an 
"Economic  Bill  of  Rights"  for  the  American  people,  including  "the 
right  to  adequate  medical  care  and  the  opportunity  to  achieve  and 
enjoy  good  health."  In  his  budget  message  of  January  1945,  he 
called  for  an  "extended  social  security,  including  medical  care." 

Presumably,  the  President  intended  to  press  ahead  with  the 
health  insurance  issue  as  soon  as  the  war  was  over;  a  special 
Presidential  message  on  health  matters  merely  awaited  his 
pleasure.  But  he  would  never  deliver  it.  He  died  in  April  1945. 

ROUND  THREE 

If  President  Roosevelt  was  slow  to  give  the  measure  his  all-out 
support,  his  successor  was  not.  Harry  S  Truman  supported  the 
proposal  enthusiastically  and  made  it  a  key  item  in  his  Fair  Deal 
program.  Shortly  after  the  Japanese  surrender,  he  sent  a  revised 
health  message  to  Congress  along  with  a  re-drafted  Wagner- 
Murray-Dingell  bill.  In  May  1946,  the  Taft-Smith-Ball  bill,  author- 
izing grants  to  the  States  for  medical  care  to  the  poor,  was  intro- 
duced as  an  alternative  to  the  administration  bill.  No  action  was 
taken  on  either  piece  of  legislation. 

Health  insurance,  as  such,  was  not  an  issue  in  the  1946  congres- 
sional elections,  but  the  selection  of  the  first  Republican  Congress 
since  1932  was  interpreted  as  a  repudiation  of  the  Democratic 
administration  and  thus  of  its  high-priority  proposals.  This  set- 
back, coupled  with  problems  on  the  international  scene,  led  the 
President  to  conclude  early  in  1948  that  Government  health  insur- 
ance would  have  to  be  considered  an  ultimate  aim  rather  than 
an  immediate  possibility. 

Mr.  Truman's  unexpected  reelection  victory  that  year  bright- 
ened the  outlook  for  health  insurance,  however.  The  President  had 
revived  the  health  insurance  issue  in  the  course  of  the  campaign 
and  it  was  included  as  a  plank  in  his  party's  platform.  His  oppo- 
nent, on  the  other  hand,  had  declared  himself  unequivocally 
against  it. 

Despite  the  claims  of  health  insurance  supporters  that  the  vic- 
tory represented  a  mandate,  there  was  no  clear  majority  for  the 
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proposal  in  the  81st  Congress,  many  of  whose  members  had 
adopted  a  wait-and-see  attitude.  In  this  atmosphere,  the  publicity 
and  lobbying  efforts  of  each  side  took  on  added  importance. 

The  increasingly  lukewarm  attitude  of  organized  labor  (which 
now  began  to  press  for  workers'  health  protection  as  an  employer- 
provided  fringe  benefit)  contrasted  sharply  with  that  of  the 
medical  profession.  Late  in  1948,  the  AMA  voted  a  special  member- 
ship assessment  to  create  a  multi-million-dollar  fund  for  a 
"national  education  campaign"  against  the  Wagner-Murray- 
Dingell  bill.  Through  pamphlets,  speeches,  and  publicity  releases, 
the  physicians  argued  that  deficiencies  in  the  health  care  system 
were  exaggerated,  and  that  national  health  insurance  would  lead 
to  Federal  control  of  medical  care.  Furthermore,  it  was  maintained 
that  private  insurance  could  do  the  job.  In  the  first  year  of  the 
campaign,  backing  was  won  from  no  fewer  than  1,829  organiza- 
tions. Meanwhile,  public  support  for  the  proposal,  as  measured 
by  the  Gallup  poll,  had  fallen  to  a  bare  majority  and  private  insur- 
ance was  growing  to  the  point  where  about  60  percent  of  the 
population  had  at  least  basic  hospitalization  coverage. 

The  final  defeat  of  this  attempt  to  enact  Government  health 
insurance  came  in  the  1950  election  campaign.  Once  again,  inter- 
national and  domestic  issues,  such  as  the  Korean  War,  McCarthy- 
ism,  and  a  reaction  against  the  "welfare  state,"  helped  influence 
the  decision.  But  equally  important,  the  AMA  campaigned  vigor- 
ously against  supporters  of  the  measure,  defeating  several  and 
helping  to  elect  eight  Senatorial  candidates  who  opposed  it. 

By  mid-1951,  the  AMA  was  openly  claiming  victory,  and  Presi- 
dent Truman  acknowledged  as  much  when  he  omitted  the  proposal 
from  his  1952  state  of  the  Union  message.  In  the  Presidential  elec- 
tion that  year,  the  Democratic  candidate  skirted  the  issue,  while 
the  winner,  D wight  D.  Eisenhower,  voiced  strong  opposition  to 
Government  health  insurance,  ensuring  that  the  new  administra- 
tion would  not  soon  revive  it. 

This  is  not  to  say  that  proponents  of  the  measure  failed  to  make 
any  headway  during  the  Republican  tenure  in  the  White  House. 
The  new  administration  had  promised  to  help  needy  citizens  meet 
the  cost  of  medical  care  and,  during  the  next  few  years,  "reinsur- 
ance" and  "pooling"  proposals  were  introduced,  but  failed  to  win 
sufficient  support  for  congressional  enactment.  In  1956  the  mili- 
tary "medicare"  program,  providing  Government  health  protec- 
tion for  dependents  of  servicemen,  was  introduced;  payments  to 
medical  vendors  for  the  provision  of  health  care  to  welfare  clients, 
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introduced  in  1950,  were  increased;  and  Congress  approved  a 
$30,000  study  of  the  problems  of  the  aged,  which  ultimately  would 
evolve  into  the  Special  Committee  on  Aging.  Of  equal  significance 
was  the  precedent-setting  addition  to  the  social  security  program 
of  cash  benefits  for  totally  and  permanently  disabled  persons  aged 
50  and  over. 

Perhaps  the  most  important  actions  from  the  standpoint  of  later 
events,  however,  took  place  near  the  beginning  and  the  end  of  the 
Eisenhower  years.  In  the  early  1950's,  the  Social  Security  Admin- 
istration began  promoting  the  idea  of  limiting  health  insurance 
benefits  to  aged  social  security  beneficiaries,  and  a  bill  to  that  effect 
was  introduced  in  1952.  Then,  at  the  tail  end  of  the  1957  session 
of  Congress,  Representative  Aime  J.  Forand  of  Rhode  Island 
introduced  a  revised  version  of  the  beneficiaries-only  proposal. 
This  signaled  the  beginning  of  the  final  round  of  the  health  insur- 
ance debate. 

ROUND  FOUR 

The  formal  introduction  of  a  bill  in  Congress  is  an  event  of 
special  significance.  It  forces  the  legislators  to  deal  with  the  issue 
in  question,  if  only  to  pigeonhole  it. 

Over  the  years,  many  writers  have  discoursed  on  the  "obstacle 
course  on  Capitol  Hill."  Hubert  H.  Humphrey  once  calculated  that 
a  bill  might  have  to  surmount  as  many  as  28  separate  obstacles 
before  becoming  the  law  of  the  land.  Among  the  major  hurdles  are 
first  obtaining  and  then  surviving  hearings  in  one  of  the  36  stand- 
ing committees  (20  in  the  House  and  16  in  the  Senate),  which  are 
very  nearly  autonomous  sub-legislatures  with  all  the  power  that 
that  implies.  Roughly  90  percent  of  all  bills  introduced  in  a  given 
session  of  Congress  are  killed,  most  of  them  in  committee. 

Government  health  insurance  proved  to  be  no  exception.  In  the 
8  years  between  the  introduction  of  the  original  Forand  bill  in 
1957  and  the  passage  of  Medicare  in  July  1965,  some  80  revisions, 
compromises,  and  alternatives  to  the  proposal  were  drafted.  Con- 
gressional committees  conducted  no  fewer  than  eight  sets  of  public 
hearings  on  the  issue  and  the  House  Ways  and  Means  Committee 
gave  more  of  its  time  to  Medicare  during  this  period  than  to  any 
other  subject. 

At  the  outset,  however,  those  who  favored  health  insurance  for 
social  security  beneficiaries  had  several  reasons  to  feel  optimistic 
about  early  enactment.   Early  in  1957,  the  14-million-member 
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AFL-CIO  adopted  the  issue  as  its  number-one  legislative  priority. 
And,  while  the  American  Hospital  Association  was  not  yet  ready 
to  support  social  security  financing,  it  was  willing  to  aid  in  labor's 
effort  to  call  the  attention  of  the  Federal  Government  to  the  prob- 
lem of  caring  for  the  aged. 

Inconclusive  hearings  over  the  next  2  years  led,  in  1960,  to  three 
committee  votes  on  the  measure — all  defeats.  In  May,  HEW  Secre- 
tary Arthur  Flemming,  who  a  year  earlier  had  acknowledged  the 
existence  of  a  problem  that  private  insurance  could  not  entirely 
solve,  presented  an  administration  plan  providing  for  Federal 
grants  out  of  general  revenues  to  help  the  States  subsidize  private 
health  insurance  premiums  for  the  low-income  elderly.  But  the 
AMA  and  a  great  many  rank-and-file  Congressmen  could  not  be 
induced  to  support  it. 

To  break  the  impasse,  Chairman  Wilbur  Mills  of  the  Ways  and 
Means  Committee  devised  a  plan  to  expand  greatly  the  program  of 
medical  vendor  payments  provided  under  the  State-run  public 
assistance  programs  by  creating  a  new  category  called  "medical 
indigency"  for  the  elderly.  A  modified  version  of  this  plan,  known 
as  the  Kerr-Mills  bill,  was  approved  by  the  Senate  in  August  1960 
after  the  body  had  turned  back  attempts  to  pass  the  administra- 
tion plan  and  Government  health  insurance.  It  was  enacted  into 
law  a  month  later. 

The  passage  of  the  Kerr-Mills  legislation,  of  course,  did  not  end 
the  pressure  for  a  full-fledged  Government  health  insurance  pro- 
gram for  the  aged.  Calling  Kerr-Mills  inadequate,  Senator  John  F. 
Kennedy  of  Massachusetts  made  "Medicare,"  as  the  proposal  now 
came  to  be  called,  a  major  issue  in  his  campaign  for  the  Presi- 
dency. He  was  elected  in  November  by  a  narrow  margin,  return- 
ing the  Democrats  to  the  White  House  for  the  first  time  in  8  years. 

A  few  days  after  his  inauguration,  the  new  President  sent  a 
special  message  to  Congress  on  health,  and  this  was  followed 
shortly  thereafter  by  a  reintroduction  of  the  Medicare  legislation, 
now  officially  the  King-Anderson  bill.  The  Ways  and  Means  Com- 
mittee began  hearings  on  the  proposal  in  July  1961,  but  these 
again  proved  fruitless ;  the  administration  simply  did  not  have  the 
votes  to  bring  Medicare  out  of  committee.  President  Kennedy  was 
compelled  to  look  ahead  to  the  mid-term  elections  of  1962  for  the 
opportunity  to  build  the  congressional  majority  that  his  program 
required. 

While  the  administration  marked  time  on  the  issue,  the  public 
debate  gained  in  intensity.  The  AMA  launched  an  all-out  cam- 
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paign  to  generate  constituent  letters  to  Congressmen  in  opposition 
to  Medicare.  Blue  Cross-Blue  Shield  and  the  commercial  insurance 
companies  began  the  development  of  "State  65"  plans,  designed 
to  reduce  costs  by  pooling  risks,  cutting  commissions,  and  other 
devices.  At  the  same  time,  pressure  was  put  on  the  States  to  im- 
plement the  Kerr-Mills  act  at  an  early  date  in  the  belief  that, 
given  a  chance,  this  program  would  prove  sufficient  to  deal  with 
the  problem. 

In  the  spring  of  1962  there  were  several  hopeful  signs  for 
Government  health  insurance  advocates.  The  polls  were  showing 
strong  public  approval  for  the  measure,  mail  from  constituents 
was  running  heavy  and  favorable,  and  behind-the-scenes  negotia- 
tions between  administration  strategists  and  members  of  the  Ways 
and  Means  Committee  were  progressing  to  the  point  where  rumors 
of  conversions  developed.  The  proponents'  cause  was  also  served 
by  a  report  on  the  first  18  months  of  the  Kerr-Mills  act  which 
showed  that  little  more  than  half  the  States  had  implemented  the 
program  and  that  only  88,000  aged  individuals  had  been  aided.  The 
growing  enthusiam  for  Medicare  was  particularly  evident  on  May 
20  when  President  Kennedy  spoke  to  a  crowd  of  20,000  elderly 
people  in  New  York's  Madison  Square  Garden  and  administration 
officials  addressed  similar  rallies  in  45  other  cities. 

But  the  fundamental  problem  remained  unresolved.  Executive 
sessions  in  the  Ways  and  Means  Committee,  which  began  a  week 
later,  revealed  that  Medicare  was  still  stalled  in  the  House. 
Recognizing  the  futility  of  further  pressure  there,  administration 
strategists  then  turned  their  attention  to  the  Senate  where  they 
entered  into  negotiations  with  several  Republicans  whose  views 
were  similar  to  their  own  and  whose  votes  were  crucial.  After 
several  weeks  of  discussion,  a  compromise  Medicare  bill  was 
presented  as  a  floor  amendment  to  a  House-passed  welfare  mea- 
sure. In  a  tense  roll-call  before  crowded  galleries,  it  was  defeated, 
52-48. 

In  the  months  immediately  following  the  1962  congressional 
elections,  which  left  the  alignment  of  both  houses  relatively 
unchanged,  the  administration  was  preoccupied  with  other  issues, 
in  particular  civil  rights  and  the  nuclear  test  ban  treaty.  Public 
hearings  on  Medicare  were  not  held  again  in  the  Ways  and  Means 
Committee  until  mid-November  1963.  These  were  interrupted 
almost  as  soon  as  they  began  by  an  event  that  would  greatly  alter 
the  political  climate  of  the  country  and  the  course  of  history — 
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the  assassination  of  President  John  F.  Kennedy. 

One  of  the  many  consequences  of  that  tragedy  was  a  surge  of 
public  support  for  the  martyred  President's  legislative  program. 
The  new  President,  Lyndon  B.  Johnson,  moved  quickly  to  act  on 
these  sentiments.  In  his  first  speech  to  Congress,  he  mentioned 
Medicare  as  one  of  his  top  priorities  and,  in  February  1964,  he 
sent  the  lawmakers  a  special  health  message  that  strongly  advo- 
cated the  measure. 

At  this  time,  opponents  of  Medicare  held  a  slim  13-12  advantage 
on  the  Ways  and  Means  Committee.  Rumors  began  to  spread  that 
the  necessary  13th  vote  had  been  obtained  and  that  Chairman  Mills 
would  also  support  the  measure  in  some  form.  But  in  the  end,  the 
deciding  vote  did  not  materialize.  The  chairman  remained  opposed, 
and  continued  to  challenge  the  administration's  cost  estimates.  In 
the  face  of  this,  proponents  sought  to  avoid  another  defeat  by  get- 
ting the  committee  to  postpone  action  on  the  King-Anderson  bill. 
A  few  weeks  later,  a  bill  authorizing  only  increased  social  security 
benefits  was  reported  out,  quickly  passed  by  the  House,  and  sent  to 
the  Senate. 

Now,  however,  the  Senate  refused  to  accept  the  judgment  of  the 
House,  At  the  President's  urging,  the  Senate  Finance  Committee 
finally  held  public  hearings  on  Medicare — thus  overcoming  one 
more  hurdle — and,  though  it  failed  to  approve  the  measure,  this 
time  there  were  enough  votes  on  the  floor  to  pass  it  as  an  amend- 
ment to  the  social  security  bill,  even  without  committee  sanction. 
A  Senate-House  conference  committee  was  thus  required  to  recon- 
cile the  differences  between  the  two  chambers.  But  even  this 
unusual  step  failed  to  produce  agreement:  The  House  conferees 
voted  3-2  against  accepting  any  social  security  health  plan  and  the 
Senate  conferees  refused  by  a  4-3  vote  to  accept  any  bill  that  did 
not  include  one. 

The  conference  committee  deadlock  took  place  in  October, 
1  month  before  the  Presidential  election  of  1964.  Among  the  few 
positive  notes  in  the  otherwise  frustrating  deliberations  was  an 
intimation  by  Chairman  Mills  that,  although  he  could  not  accept 
Medicare  through  the  conference  route,  he  might  give  favorable 
consideration  to  the  measure  in  his  committee  during  the  next  ses- 
sion of  Congress.  This  remark  became  all  the  more  important  in 
the  light  of  President  Johnson's  overwhelming  victory  at  the 
polls.  In  a  post-election  speech,  in  fact,  Mills  came  even  closer  to 
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endorsing  the  Medicare  program. 

When  the  King- Anderson  bill  was  submitted  anew  to  the  89th 
Congress,  in  January  1965,  it  was  accorded  the  honor  of  being  the 
first  bill  introduced  in  each  chamber  (H.R.  1  and  S.  1).  Immedi- 
ately afterward,  Chairman  Mills  took  charge  of  re-drafting  the  bill 
into  its  final  form,  which  provided  aged  beneficiaries  with  basic 
hospital  insurance  financed  through  social  security  taxes  plus 
supplementary  medical  insurance,  available  for  a  small  monthly 
premium.  Mills  also  became  the  focus  of  the  negotiation  process 
between  the  various  interests  that  would  have  some  stake  in  the 
program's  operation.  Although  this  led  to  some  conflicts  over 
technical  matters,  the  basic  policy  decision  from  this  point  on  was 
never  in  doubt. 

Clearly,  Medicare  was  an  idea  whose  time  had  come.  Even  the 
business  community  began  to  recognize  this  fact,  and  there  were 
significant  defections  from  the  ranks  of  the  opposition.  Some  local 
Chambers  of  Commerce  broke  with  the  position  of  the  parent  body 
and  a  few  of  the  smaller  insurance  companies  ultimately  endorsed 
the  measure. 

The  AMA,  however,  decided  to  fight  to  the  bitter  end.  Just 
after  the  election,  it  held  a  high-level  meeting  at  which  the  final 
campaign  strategy  was  mapped.  In  early  January,  association 
leaders  announced  they  would  support  an  alternative  program 
operated  through  private  insurance  carriers  and  the  States,  with 
premiums  for  the  low-income  elderly  subsidized  out  of  State  and 
Federal  revenues.  Called  "Eldercare,"  the  plan  was  introduced 
shortly  thereafter  in  the  House  and  was  given  wide  publicity. 

However,  on  March  23,  the  Ways  and  Means  Committee 
approved  a  Medicare  measure,  now  called  the  Mills  bill,  and  on 
April  8,  after  1  day  of  floor  debate,  it  passed — without  amendment 
— by  a  313-115  vote.  The  Senate  Finance  Committee  held  hearings 
on  the  bill  in  late  April  and  early  May,  followed  by  extended  execu- 
tive sessions.  The  legislation  was  finally  reported  out — with  75 
committee  amendments — on  June  24  and,  after  3  days  of  debate  on 
the  Senate  floor,  was  passed  by  a  vote  of  68-21.  A  Senate-House 
conference  committee  labored  for  over  a  week  in  mid-July  to 
reconcile  513  differences  between  the  two  chambers,  after  which 
the  final  bill  was  approved  in  the  House  and  the  Senate.  The 
Medicare  debate  formally  came  to  an  end  on  July  30  when  Presi- 
dent Johnson  signed  the  bill  in  the  Harry  S  Truman  Memorial 
Library,  thus  symbolically  linking  two  of  its  foremost  proponents. 
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ORS  Research  Reports 


The  Evolution  of  Medicare  is  the  most  recent  of  the  29  Re- 
search Reports  published  in  recent  years  by  the  Office  of  Research 
and  Statistics,  Social  Security  Administration,  U.S.  Department  of 
Health,  Education,  and  Welfare.  Reports  numbered  1,  2,  and  5 
through  29  are  available  from  the  Superintendent  of  Documents, 
U.S.  Government  Printing  Office,  Washington,  D.C.  20402,  at  the 
prices  indicated.  (Check,  money  order,  or  Superintendent  of 
Documents  coupons  only.)  Reports  3  and  4  are  available  in  limited 
quantities  from  the  ORS  Publications  Staff,  330  Independence 
Ave.,  S.W.,  Washington,  D.C.  20201. 

1 —  Slums  and  Social  Insecurity.  50  cents. 

2 —  Independent  Health  Insurance  Plans  in  the  United  States: 
1961.  25  cents. 

3 —  Income  Security  Standards  in  Old-Age. 

4 —  Blue  Cross-Blue  Shield  Nongroup  Coverage  for  Older  People. 

5 —  Employment  and  Earnings  of  Self-Employed  Workers  Un- 
der Social  Security.  20  cents. 

6—  The  Disabled  Worker  Under  OASDI.  $1.25. 

7 —  Social  Security  and  Social  Services  in  France.  35  cents. 

8 —  Age  and  the  Income  Distribution.  25  cents. 

9 —  The  Retirement  Decision:  an  Exploratory  Essay.  30  cents. 

10 —  The  Extent  of  Health  Insurance  Coverage  in  the  United 
States.  30  cents. 

11 —  Insured  and  Disabled  Workers  Under  the  Social  Security 
Disability  Program:  Characteristics  and  Benefit  Payments — 
1957-1963.  20  cents. 

12 —  Financial  Experience  of  Health  Insurance  Organizations  in 
the  United  States.  30  cents. 

13 —  Old-Age  and  Sickness  Insurance  in  West  Germany  in  1965. 
25  cents. 

14 —  Sweden's  Social  Security  System.  50  cents. 

15 —  State  and  Local  Government  Retirement  Systems  .  .  .  1965. 
30  cents. 

16 —  Widows  with  Children  Under  Social  Security.  35  cents. 

17 —  Independent  Health  Insurance  Plans  in  the  United  States — 
1965  Survey.  35  cents. 
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18 —  Interindustry  Labor  Mobility  in  the  United  States — 1957 
to  1960.  $1. 

19 —  The  Aged  Population  of  the  United  States:  the  196S  Social 
Security  Survey  of  the  Aged.  $1.25. 

20 —  Some  Economic  Effects  of  Seasonality  in  OASDHI  Tax 
Payments.  25  cents. 

21 —  Employment  After  Retirement:  A  Study  of  the  Postentitle- 
ment  Work  Experience  of  Men  Drawing  Benefits  Under  Social  Se- 
curity. 25  cents. 

22 —  Lifetime  Allocation  of  Work  and  Leisure.  25  cents. 

23 —  Retirement  Systems  for  Employees  of  State  and  Local 
Governments,  1966:  Findings  of  a  Survey  of  Systems  Whose  Mem- 
bers Were  Not  Covered  Under  the  OASDHI  Program.  40  cents. 

24 —  The  Economic  Status  of  the  Retired  Aged  in  1980:  Simula- 
tion Projections.  30  cents. 

25 —  Social  Welfare  Expenditures  Under  Public  Programs  in 
the  United  States,  1929-66.  $2. 

26 —  Reimbursement  Incentives  for  Hospital  and  Medical  Care. 
45  cents. 

27 —  The  Role  of  Social  Security  in  Economic  Development.  $1. 

28 —  Geographic  Labor  Mobility  in  the  United  States — 1957  to 
1960.  $1.25. 

29 —  The  Evolution  of  Medicare  .  .  .  from  Idea  to  Law.  65  cents. 
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